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CONFIDENTIAL QUITO 2931 

E.O. 11652: GDS 
TAGS: ENRG PFOR EC 

SUBJ: SUPREME COUNCIL ALLOWS TEXACO-GULF INCREASED PRODUCTION COSTS 

1 . SUMMARY: THE SUPREME COUNCIL AGREED APRIL 21 TO ALLOW 
TEXACO-GULF TO CLAIM A PRODUCTION COST OF 60 CENTS A BARREL 
AND RECONSTRUCT AGUARICO BRIDGES WITH GOE FUNDS. TEXACO 
OFFICIALS UNCONCERNED ABOUT ROMANIAN ACTIVITIES IN ECUADOR. 

END SUMMARY. 

2. MAX CRAWFORD, TEXACO'S LATIN AMERICAN, PRODUCTION MGR., NEAL 
WATKINS, TEXACO US. EXECUTIVE, AND MIKE MARTINEZ, LOCAL TEXACO 
MANAGER, CALLED ON CHARGE AND EMBOFF EVENING OF APRIL 21 TO REPORT ON 
DAY'S MEETING WITH MEMBERS OF THE SUPREME COUNCIL. TEXACO 
EXZVUTIVES WERE GENERALLY OPTIMISTIC ABOUT RESULTS OF THE 

MEETING AND IMPRESSED WITH THE ACTIVE AND POSITIVE ROLE 
ADMIRAL POVEDA AND NOW GENERAL LEORO AS WELL ARE ASSUMING 
IN THE NEGOTIATIONS. MINISTER OF NATURAL RESOURCES VARGAS 
IS IN GENEVA AND THERE WERE NO OTHER MINISTRY OFFICIALS 
PRESENT. 
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3. THE SURPREME COUNCIL AGREED TO ALLOW TEXACO-GULF AN EXTRA 
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9 CENTS IN ITS COST OF PRODUCTION, I.E., THE PRESUMPTIVE COST 
OF PRODUCTION WILL NOW BE 60 CENTS INSTEAD OF 51 CENTS. 

MARTINEZ SAID THIS WOULD ALLOW TEXACO-GULF TO PICK UP THE 
POOL WORKOVER RIG WITHIN THE NEXT SEVERAL WEEKS. THE DRAFT 
DECREE WILL ALSO STIPULATE A THOROUGH REVIEW OF TEXACO- 
GULF'S ECONOMIC SITUATION IN ECUADOR, A POINT WHICH VARGAS 
HAD PREVIOUSLY REFUSED TO INCLUDE. ADMIRAL POVEDA ASSURED 
TEXACO THAT THE DRAFT DECREE PROVIDING FOR THE INCREASE IN 
PRODUCTION COST WILL BE SIGNED APRIL 22. 

4. THE SUPREME COUNCIL AND TEXACO ALSO WORKED OUT A PLAN TO 
REBUILD THE BRIDGES IN AGUARICO AT GOE EXPENSE. CRAWFORD 
SAID VARGAS' ABSENCE WAS ESSENTIAL FOR THIS AGREEMENT SINCE 
VARGAS HAD INSISTED THAT TEXACO-GULF WAS SOLELY LIABLE FOR 
THE EXPENSE. THE GOE WILL PAY FOR REBUILDING OF THE 
BRIDGES OUT OF A LUMP SUM TAX ("PRIMA DE ENTRADA") THAT 
TEXACO-GULF IS REQUIRED TO PAY TO THE GOVERNMENT. (THIS 
LUMP SUM PAYMENT TO THE GOE IS APPROXIMATELY $600,000 

PER YEAR.) 

5. TEXACO-GULF CLAIMED IT HAD NO OBLIGATION TO REBUILD THE 
BRIDGES AFTER LAST YEAR S FLOOD AND HAD PROVIDED A FERRY FOR 
ITS EMPLOYEES AND LOCAL CITIZENS. THE ERRATIC TRANSPORTATION 
CONTRIBUTED TO A RECENT STRIKE AND UNREST IN THE LAGO 
AGRIO AREA. REBUILDING OF THE BRIDGES WILL PROBABLY BE 
PUBLICLY BILLED AS A TEXACO-GULF CONCESSION TO THE GOE. 

6. CRAWFORD IS RETURNING TO ECUADOR NEXT WEEK TO BEGIN 
DISCUSSIONS OF TEXACO-GULF'S MORE SERIOUS COMPLAINTS, I.E., 

GOE DEBTS TO TEXACO-GULF, DOMESTIC CONSUMPTION, AND AMORTI- 
ZATION, WHICH HAVE NOT YET BEEN DISCUSSED IN DEPTH WITH MEMBERS 
OF THE SUPREME COUNCIL. 

7. INCONVERSATION WITH CHARGE, CRAWFORD TERMED "ABSURD" 

THE POSSIBLE ALLEGATION THAT TEXACO AND GULF MIGHT HAVE 
FURNISHED O'LEARY THE STORY SINCE TEXACO AND GULF WERE IN NO 
WAY CONCERNED ABOUT ROMANIAN INFLUENCE. CRAWFORD SAID HE 
PLANNED TO MAKE EVERY EFFORT TO DISCOVER THE ACTUAL SOURCE 
OF THE STORY. 

HEMENWAY 
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